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Jt = xtat f(ht)−wtht +Etβt,t+1[(1−ρ)Jt+1+ρ(Vt −F)]  	 (11)
€ 
Jt
n = xtat f(ht)−wt












which	is	given	by	βλt + 1 / λt.
The	value	of	a	vacancy,	Vt,	is	as	follows:
€ 
Vt =−κ +Etβt,t+1[qt(1−ρ)Jt+1+(1−qt)Vt+1]  	 (13)
4	 The	production	function	f(h	)	is	assumed	to	be	a	decreasing	returns	to	scale	production	function.



































































































































































−ε yt  	 (25)
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	 	F=0	 	F=w	 	F=2w	
Inflation	 	1.11	 	0.55	 	0.45	
real	Wage	 	2.30	 	1.58	 	1.21
Table 2:	coefficients	of	Autocorrelation	for	Inflation	and	real	Wages
	 	1	 	2	 	3	 	4	 	5	
Inflation	with	F=	w 	0.4817	 	0.2193	 	0.0626	 	-0.0370	 	-0.0997	
Inflation	with	F=	2w 	0.5868	 	0.3241	 	0.1418	 	0.0125	 	-0.0777	
real	Wage	with	F=w 	0.3979	 	0.1564	 	0.0292	 	-0.0482	 	-0.0963	
real	Wage	with	F=2w 	0.5135	 	0.2794	 	0.1298	 	0.0215	 	-0.0581
Table 3:	coefficients	of	Autocorrelation	for	real	Wages
	 	1	 	2	 	3	 	4	 	5	 	EPL	
Netherlands	 	0.7714	 	0.6170	 	0.4918	 	0.4297	 	0.2142	 	3.07	
Germany	 	0.5973	 	0.3748	 	0.1530	 	-0.0068	 	-0.2758	 	2.66	
France	 	0.7257	 	0.5771	 	0.4418	 	0.3208	 	0.1143	 	2.37	
denmark	 	0.4756	 	0.2082	 	0.0876	 	0.1188	 	-0.2053	 	1.49
	Table 4:	coefficients	of	Autocorrelation	for	Inflation
	 	1	 	2	 	3	 	4	 	5	 	EPL	
Netherlands	 	0.7943	 	0.5020	 	0.1955	 	-0.0977	 	-0.2634	 	3.07	
Germany	 	0.7621	 	0.4930	 	0.2660	 	0.0308	 	-0.0667	 	2.66	
France	 	0.6482	 	0.4460	 	0.3452	 	-0.0276	 	-0.1141	 	2.37	
denmark	 	0.6305	 	0.2939	 	-0.0294	 	-0.2077	 	-0.3028	 	1.49lABoR mARkEt institutions AnD WAgE AnD inflAtion DynAmic
406
Table 5:	coefficients	of	Autocorrelation	for	Inflation	and	real	Wages

































 0.3226    0.0617    -0.0727    -0.1237    -0.1350  






 0.3589    0.1158    -0.0085    -0.0785    -0.1158  
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   linear fit
Figure 2:The relationship betweenthe volatilityrealwages and  
















































   linear
Figure 3:The relationship betweenthe volatilitymarginalcost and employment protection  
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Figure 3:The relationship betweenthe volatilitymarginalcost and employment protection  
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Figure 4:Impulse response ofinflationfor a positive productivityshock  
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Figure 5:Impulse response ofinflationfor a monetarypolicyshock  
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Figure 9:Impulse response ofwages to a monetarypolicyshock  
 